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DEPARTMENT  OF  ENERGY 
Economic  Regulatory  Administration 

10CFR  Part  211 

[Docket  No.  ERA-R-80-09A] 

Alaska  North  Slope  Crude  Oil 
Entitlement  Adjustment 

AGENCY:  Economic  Regulatory 
Administration.  Department  of  Energy. 
ACTION:  Further  notice  of  proposed 
rulemaking  and  public  hearing. 

SUMMARY:  The  Economic  Regulatory 
Administration  (ERA)  of  the  Department 
of  Energy  (DOE)  proposes  an 
amendment  to  the  Mandatory  Petroleum 
Allocation  Regulations  further 
modifying  the  treatment  of  Alaska  North 
Slope  (ANS)  upper  tier  crude  oil  under 
the  entitlements  program,  10  CFR  211.67. 

ANS  crude  oil  competes  with  high 
sulfur  crude  imports  on  the  Gulf  Coast, 
and  the  imposition  of  the  recently 
adopted  ANS  entitlement  obligation 
appears  to  be  causing  the  cost  to 
refiners  of  controlled  ANS  to  exceed 
that  of  alternative  crude  imports  on  the 
Gulf  Coast,  resulting  in  downward 
pressure  on  ANS  wellhead  prices.  ERA 
proposes  a  uniform  reduction  in  the 
entitlement  obligation  incurred  by  ANS 
upper  tier  crude  oil  to  reduce  the  amount 
by  which  the  net  refiner  acquisition  cost 
of  this  oil  exceeds  that  of  alternative 
high  sulfur  crude  oil  imports  on  the  Gulf 
Coast.  Based  on  our  preliminary 
analysis,  a  $2.00  per  barrel  reduction  is 
proposed,  subject  to  adjustment  based 
on  more  current  data  available  at  the 
time  of  promulgation  of  a  final  rule. 

It  is  proposed  that  any  final  rule  that 
is  adopted  would  be  effective  with 
respect  to  refiners’  receipts  and  runs  to 
stills  beginning  October  1, 1980, 
reflected  in  the  Entitlements  Notice  to 
be  issued  in  December  1980. 

DATES:  Written  comments  by  November 
12, 1980,  4:30  p.m. 

Hearing  date:  Washington,  D.C., 
October  9, 1980.  Requests  to  speak  by 
4:30  p.m.,  October  2, 1980. 

ADDRESSES:  All  comments  and  requests 
to  speak  should  be  submitted  to  the 
Economic  Regulatory  Administration, 
Office  of  Public  Hearing  Management, 
Docket  No.  ERA-R-80-90A,  Department 
of  Energy,  Room  B-210,  2000  M  Street, 
N.W.,  Washington,  D.C. 

FOR  FURTHER  INFORMATION  CONTACT: 
William  L  Webb  (Office  of  Public 
Information),  Economic  Regulatory 
Administration,  Room  B-110,  2000  M 
Street,  N.W.,  Washington,  D.C.  20461 
(202)  653-4055. 

Karene  Walker  (Public  Hearing 
Management),  Economic  Regulatory 


Administration,  Room  B-210,  2000  M 
Street,  N.W.,  Washington,  D.C.  20461 
(202)  653-3971. 

David  A.  Welsh  (Office  of  Petroleum 
Operations),  Economic  Regulatory 
Administration,  Room  6128-Q  2000  M 
Street,  N.W.,  Washington,  D.C.  20461 
(202)  653-3459. 

Norman  V.  Breckner  or  Daniel  J.  Thomas 
(Office  of  Regulatory  Policy), 

Economic  Regulatory  Administration, 
Room  7116,  2000  M  Street,  N.W., 
Washington,  D.C.  20461  (202)  653- 
3263. 

Samuel  M.  Bradley  or  Christopher  M. 
Was  (Office  of  General  Counsel), 
Department  of  Energy,  Room  6A-127, 
1000  Independence  Avenue,  S.W., 
Washington,  D.C.  20585  (202)  252-6754 
or  252-6744. 

SUPPLEMENTARY  INFORMATION: 

I.  Background 

II.  Rationale  Supporting  the  Proposed  Rule 

III.  Proposed  Amendment 

IV.  The  Economic  Impact  of  the  Proposed 

Reduction  in  the  ANS  Entitlement 
Obligation 

V.  Comments  Requested 

VI.  Procedural  Requirements 

VII.  Written  Comment  and  Public  Hearing 
Procedures 

I.  Background 

On  July  3, 1980,  ERA  adopted  a  final 
rule  imposing  an  entitlement  obligation 
on  ANS  upper  tier  crude  oil.  45  FR  46752 
(July  10, 1980).  Prior  to  this  rule,  ANS 
upper  tier  crude  oil  was  treated  as 
imported  crude  oil  for  purposes  of  the 
entitlements  program  and  thus  incurred 
no  entitlement  obligation.  The  July  3  rule 
was  intended  to  reduce  differentials  in 
refiners’  crude  acquisition  costs 
resulting  from  the  prior  entitlement 
treatment  of  ANS  upper  tier  crude  oil  in 
furtherance  of  the  entitlements 
program’s  objective  of  equitably 
allocating  the  benefits  of  price- 
controlled  crude  oil  to  all  refiners. 

Refiners  of  NAS  upper  tier  crude  oil 
now  incur  an  entitlement  obligation 
equal  to  the  difference  between  all 
refiners’  reported  weighted  average 
acquisition  costs  for  all  uncontrolled 
crude  oils  and  all  refiners’  reported 
weighted  average  acquisition  cost  for 
ANS  upper  tier  crude  oil.  The 
entitlement  obligation  is  uniform  for 
ANS  upper  tier  crude  oil  delivered  to 
refineries  located  in  PADDs  I-IV  and 
PADD  V.  This  entitlement  obligation 
brings  the  national  average  refiner 
acquisition  cost  of  ANS  upper  tier  crude 
oil  up  to  the  national  average  refiner 
acquisition  cost  for  all  uncontrolled 
crude  oils. 

In  the  Notice  (45  FR  31682,  May  13, 
1980)  that  initiated  the  recent  ANS 
rulemaking,  we  solicited  comments 


concerning  whether  the  entitlement 
obligation  imposed  on  ANS  upper  tier 
crude  oil  should  be  reduced  to  reflect 
the  below  average  quality  of  ANS  crude 
oil.  In  particular,  the  Notice  solicited 
comments  regarding  the  effect  that  the 
lower  gravity  and  higher  sulfur  content 
of  ANS  crude  oil  might  have  on  the 
calculation  of  the  entitlement  obligation 
proposed  to  be  imposed  on  ANS  upper 
tier  crude  oil,  as  follows: 

We  understand  that  ANS  crude  oil  may 
have  a  lower  gravity  and  a  higher  sulfur 
content  than  the  average  of  other  crudes  run 
by  refiners.  We  solicit  comments  on  whether 
the  entitlements  obligation  on  ANS  crude  oil 
under  any  of  the  alternatives  proposed 
should  be  adjusted  to  reflect  these  quality 
differences.  We  solicit  comments  which 
provide  specific  information  as  to  the  basis 
upon  which  such  adjustments  might  be  made, 
e.g.,  the  types  of  imported  crudes,  exempt 
domestic  crudes,  or  controlled  domestic 
crudes  which  would  provide  a  basis  for 
comparison. 

There  was  considerable  discussion 
about  the  necessity  for  an  adjustment  in 
the  testimony  at  the  public  hearing  and 
in  the  written  comments.  As  indicated  in 
the  preamble  accompanying  the  final 
rule,  the  majority  of  commenters 
opposed  a  reduction  of  the  ANS 
entitlement  obligation  based  on  quality 
differences.  The  opponents  pointed  out 
that,  except  for  the  treatment  of 
California  heavy  crudes,  differences  in 
quality  of  other  crudes  have  not  been 
taken  into  account  under  the 
entitlements  program.  Some  commenters 
also  observed  that  the  quality  issue  is 
not  unique  to  ANS  crude  oil  and  that  an 
ANS  quality  adjustment  should  be 
considered  only  if  the  entire 
entitlements  program  were  revised  to 
take  into  account  quality  differences 
between  all  controlled  and  exempt 
crudes.  According  to  these  commenters, 
such  a  revision  would  represent  a 
modification  of  the  objectves  of  the 
entitlements  program  by  attempting  to 
more  nearly  equalize  refiners’  crude 
costs  based  on  considerations  other 
than  the  category  of  oil  resulting  from 
the  imposition  of  price  controls. 

Those  commenters  who  favored  a 
reduction  of  the  ANS  upper  tier 
entitlement  obligation  were  concerned 
that  imposition  of  an  entitlement 
obligation  based  on  the  averge  price  of 
uncontrolled  crudes  of  generally  higher 
quality  than  ANS  crude  oil  would  result 
in  a  post-entitlement  acquisition  cost  for 
controlled  ANS  in  excess  of  alternative 
crudes.  Specifically,  they  asserted  that 
because  ANS  is  a  lower  quality  crude 
than  the  average  of  all  uncontrolled 
crudes,  if  its  cost  were  raised  to  that 
average,  controlled  ANS  would  become 
more  expensive  than  comparable  high 
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sulfur  uncontrolled  (including  foreign) 
crudes. 

According  to  these  commenters,  to  the 
extent  that  controlled  ANS  is  more 
expensive  than  comparable  high  sulfur 
imported  crudes,  buyers  would  have  an 
incentive  to  replace  some  volumes  of 
ANS  crude  oil  with  these  imported 
crudes.  This  in  turn  could  have  the  effect 
of  exerting  downward  pressure  on  ANS 
wellhead  prices.  The  ANS  producers 
noted  that  because  the  new  entitlement 
tier  consists  solely  of  ANS  upper  tier 
crude  oil,  any  reduction  in  the  wellhead 
price  of  controlled  ANS  would  result  in 
a  corresponding  reduction  of  pre¬ 
entitlement  refiner  acquisition  costs, 
and  an  equal  and  offsetting  increase  in 
the  ANS  entitlement  obligation.  Thus, 
there  would  be  no  reduction  of  the  net 
post-entitlement  cost  of  ANS  upper  tier 
crude  oil.  Therefore,  if  the  market 
dictated  reduced  ANS  wellhead  prices, 
the  reduction  would  be  taken  on 
uncontrolled  ANS  crude  oil.  If  wellhead 
prices  of  uncontrolled  ANS  crude  oil  are 
depressed,  it  could  act  as  a  disincentive 
to  ANS  producers.  Furthermore,  if 
controlled  ANS  is  disadvantaged  and 
buyers  purchase  less  expensive 
alternative  high  sulfur  crude  imports, 
there  appears  to  be  some  risk  that 
transportation  and  storage  problems 
could  develop  that  oould  adversely 
affect  ANS  production. 

In  adopting  a  final  rule  that  did  not 
incorporate  a  reduction  of  the  ANS 
entitlement  obligation  based  on  quality, 
we  determined  that  the  record  of  that 
rulemaking  did  not  provide  a  sufficient 
basis  to  conclude  that  controlled  ANS 
would  be  placed  at  a  significant  cost 
advantage  compared  with  alternative 
high  sulfur  crudes,  that  demand  for  ANS 
crude  oil  would  be  adversely  affected, 
or  that  ANS  wellhead  prices  would  be 
unacceptably  depressed. 

However,  we  stated  that  our  decision 
not  to  act  at  that  time  did  not  dispose  of 
the  issue,  but  that  we  would  monitor  the 
effect  of  the  final  rule  on  delivered  costs 
for  controlled  ANS  crude  oil  and  any 
resulting  impact  on  ANS  wellhead 
prices.  Finally,  we  announced  that  we 
would  consider  the  subject  in  a 
subsequent  rulemaking  as  the  record 
evolved  concerning  the  impact  of  the 
new  ANS  upper  tier  entitlement 
obligation  on  the  market. 

II.  Rationale  Supporting  the  Proposed 
Rule 

Among  domestic  price-controlled 
crude  oils,  the  entitlement  treatment  and 
marketing  of  ANS  upper  tier  crude  oil 
are  unique  in  two  significant  respects. 

First,  controlled  ANS  crude  oil 
constitutes  a  separate  tier  of  crude  oil 
under  the  entitlements  program  that 


consists  entirely  of  high  sulfur  crude 
that  is  generally  of  lower  quality  than 
average  uncontrolled  crudes.  The 
entitlement  obligation  is  based  on  the 
national  weighted  average  cost  of  all 
uncontrolled  crudes,  both  of  high  and 
low  sulfur  content.  The  resulting  ANS 
entitlement  obligation  brings  the 
average  controlled  ANS  cost  up  to  the 
average  cost  of  all  uncontrolled  crudes, 
which,  as  discussed  in  more  detail 
below,  is  higher  than  the  average  cost  of 
alternative  high  sulfur  uncontrolled 
crudes  that  are  competitive  with  ANS 
crude  oil. 

Second,  ANS  is  the  only  domestic 
price-controlled  crude  that  is  sold  in  two 
widely  separate  geographic  markets  on 
a  large  scale.  Approximately  two-thirds 
of  ANS  production  is  marketed  in  PADD 
V  and  the  remaining  one-third  is 
marketed  in  PADDs  I-IV.  We  estimate 
that  the  added  cost  to  transport  ANS 
crude  oil  from  PADD  V  to  PADDs  I-IV  is 
approximately  $3.00  per  barrel,  which  is 
reflected  in  the  cost  of  the  controlled 
ANS  delivered  to  each  market.  The 
entitlement  obligation  imposed  on  ANS 
crude  oil  by  recent  rule,  however,  is 
calculated  on  the  basis  of  refiners’ 
weighted  average  acquisition  cost  for  all 
ANS.  As  a  result  of  the  effects  of  the 
two-thirds/one-third  market  split  and 
weight-averaging,  the  post-entitlement 
cost  of  controlled  ANS  in  PADD  V  is 
approximately  $1.00  per  barrel  less  than 
the  average  cost  of  all  uncontrolled 
crudes  and  in  PADDs  I-IV  it  is 
approximately  $2.00  per  barrel  more 
than  the  average.1 

The  delivered  cost  of  imported  sour 
crude  oils  is  about  the  same  in  the  two 
markets.  If  upper  tier  ANS  crude  oil  is 
placed  at  a  significant  cost  disadvantage 
as  a  result  of  imposition  of  the  uniform 
ANS  entitlement  obligation,  the 


1  For  example,  in  May  1980  (the  first  month’s  runs 
and  receipts  affected  by  the  recently  adopted  ANS 
entitlement  obligation)  the  weighted  averge 
delivered  cost  of  ANS  upper  tier  crude  oil  for  all 
refiners  was  $23.61;  the  weighted  average  delivered 
cost  of  all  uncontrolled  crudes  nationwide  was 
$34.35.  The  resulting  uniform  entitlement  obligation 
on  controlled  ANS  crude  oil  was  the  (rounded) 
difference,  or  $10.73. 

The  average  acquisition  costs  for  controlled  ANS 


disadvantage  will  be  greater  on  the  Gulf 
Coast  by  the  amount  of  the 
transportation  cost  differential.  The 
higher  post-entitlement  cost  of  ANS 
upper  tier  crude  oil  delivered  to  the  Gulf 
Coast  makes  it  the  reference  point  for 
establishing  the  cost  disadvantage  of 
controlled  ANS  in  competition  with 
alternative  high  sulfur  crudes. 

We  have  tentatively  determined  that 
the  comparable  crudes  with  which  ANS 
is  competitive  on  the  Gulf  Coast  are  the 
high  sulfur  crudes  imported  from  the 
Persian  Gulf,  Venezuela,  and  Mexico, 
excluding  Saudi  Arabian  crudes.  We 
excluded  Saudi  Arabia  crudes  because 
we  understand  they  are  not  available  to 
all  purchasers  at  the  official  government 
prices.  What  remains  is  to  determine  the 
extent  to  which  the  post-entitlement 
cost  of  ANS  upper  tier  crude  oil  on  the 
Gulf  Coast  is  greater  than  the 
comparable  high  sulfur  crude  imports. 

On  the  basis  of  data  reported  by 
refiners  for  May  1980,  the  post¬ 
entitlement  cost  (before  the  runs  credit) 
of  ANS  upper  tier  crude  oil  delivered  to 
PADDs  I-IV  was  estimated  to  be  $36.34 
per  barrel.2  This  value  can  be  used  to 
compare  the  costs  of  the  controlled  ANS 
to  alternative  crude  imports,  because 
allowing  for  the  runs  credit  does  not 
alter  this  cost  relationship. 

The  following  table  reflects  the 
estimated  delivered  costs  to  the  Gulf 
Coast  for  high  sulfur  crude  imports.  The 
crudes  with  gravities  from  27°-34°  API 
are  generally  considered  competitive 
with  ANS. 

in  PADD  V  and  PADDs  HV  can  be  calculated  on 
the  basis  of  the  proportion  of  ANS  crude  oil 
marketed  in  each  region  and  the  estimated  $3.00  per 
barrel  average  difference  between  the  two  regions 
in  the  delivered  cost  of  ANS  upper  tier  crude  oil. 
Thus,  the  average  delivered  cost  of  ANS  upper  tier 
crude  oil  for  May  1980  in  PADD  V  was 
approximately  $22.61  per  barrel  and  in  PADDs  HV 
was  approximately  $25.61  per  barrel. 

The  post-entitlement  cost  (before  the  runs  credit) 
of  ANS  upper  tier  crude  oil  is  derived  by  adding  the 
uniform  ANS  entitlement  obligation  of  $10.73  to  the 
delivered  cost  in  PADD  V  and  PADDs  1-IV.  The 
resulting  post-entitlement  costs  of  ANS  upper  tier 
crude  oil  for  May  1980  was  estimated  to  be  $33.34 
per  barrel  in  PADD  V  and  $36.34  per  barrel  in 
PADDs  1-IV. 


2  See  n.  1. 

Table  1  .—Competitive  Imported  Crude  Costs 


Crude  oil 

Gravity 

Official 

price1 

Estimated 
transportation 
to  gulf  coast 

Estimated  gulf 
coast  de¬ 
livered  cost 

34 

$30.20 

$1.80 

$32.00 

Iraq: 

Basrah  light  . . . . . . 

. 

34 

29.96 

1  80 

31  76 

Basrah  Medium . . . . . . . . 

. . 

30 

29.30 

1,80 

31.10 

31 

28 

29.20 

1.80 

31.00 

Venezuela: 

T-J  light . 

31 

32.40 

54 

32.94 

Oficina . . . 

34 

34.25 

54 

34  79 

Guanipa . . . 

30 

3292 

.54 

33.46 

Mexico:  Isthmus . 

32 

33.50 

33 

3383 

'Source:  Platt’s  digram,  June  13, 1980. 
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The  data  reflect  that  in  June  1980,  the 
higher  end  of  the  range  of  the  official 
government  prices  for  alternative  high 
sulfur  crude  imports,  adjusted  for 
delivery  to  the  Gulf  Coast,  was  about 
$35.00  per  barrel.  The  lower  end  of  the 
range  of  comparable  sour  crude  imports 
was  about  $31.00  per  barrel.  Compared 
with  the  post-entitlement  cost  (befoe  the 
runs  credit)  of  controlled  ANS  delivered 
to  PADDs  I-IV  ($36.34),  a  reduction  in 
the  ANS  entitlement  obligation  in  the 
range  of  $1-5  a  barrel  would  appear  to 
be  appropriate. 

In  testimony  at  the  public  hearing  on 
June  6, 1980  in  the  recent  rulemaking. 

The  Standard  Oil  Company  of  Ohio 
(SOHIO)  noted  that  competitive  Persian 
Gulf  crudes  could  be  bought  at  the  U.S. 
Gulf  Coast  for  $34  a  barrel.  If  this  is  so, 
then  the  appropriate  reduction  would 
appear  to  be  approximately  $2  a  barrel. 

In  a  petition  for  rulemaking  filed 
recently,  however,  SOHIO  reported  that 
it  has  reduced  the  price  of  exempt  ANS 
by  $4.00  in  response  to  the  rule  adopted 
on  July  3, 1980.  In  its  petition,  SOHIO 
indicated  that  its  contracts  to  sell  ANS 
“were  negotiated  generally  on  the  basis 
of  a  composite  controlled  and 
decontrolled  delivered  price.”  SOHIO 
maintains  that  the  post-entitlement  cost 
of  controlled  ANS  exceeded  its  market 
value,  and  that  it  was  required  to  reduce 
the  price  of  uncontrolled  ANS  by  $4.00 
per  barrel  in  order  to  remain 
competitive. 

A  reduction  in  the  uncontrolled  ANS 
price  affects  the  composite  price  for  the 
mix  of  uncontrolled  and  controlled  ANS 
in  proportion  to  the  fraction  of 
uncontrolled  ANS  in  the  composite. 
Beginning  in  January  1980,  price- 
controlled  ANS  crude  oil,  like  all  other 
upper  tier  crude  oil,  has  been 
decontrolled  at  the  rate  of  4.6  percent 
per  month.  In  May  1980,  23.0  percent  of 
ANS  crude  was  uncontrolled.  For  May, 
the  $4.00  reduction  in  the  exempt  price 
by  SOHIO  reduced  the  composite  price 
by  approximately  $0.92  per  barrel.  Since 
77.0  percent  of  the  composite  was 
controlled,  tlje  adjustment  indicates  that 
the  post-entitlement  cost  of  the 
controlled  ANS  portion  of  the  composite 
was  approximately  $1.19  per  barrel 
above  that  of  competitive  crudes. 

The  preceding  discussion  suggests  a 
range  of  values  by  which  it  is  estimated 
that  the  cost  of  controlled  ANS  has  been 
placed  at  a  disadvantage  compared  with 
alternative  high  sulfur  crude  imports. 
However,  there  are  countervailing 
considerations  that  must  also  be  taken 


into  account  in  determining  the  amount 
of  the  proposed  reduction  in  the  ANS 
entitlement  obligation. 

First,  the  comments  submitted  by  the 
Department  of  Justice  in  the  recent 
rulemaking  suggested  that  an  obligation 
that  is  too  low  may  not  provide  an 
incentive  for  maintaining  efficient 
marketing  of  ANS  crude  oil  in  both 
geographic  markets.  The  Justice 
Department  pointed  out  that  this 
efficiency  of  distribution  would  exist  in 
a  competitive  market.  Therefore,  it  urged 
the  imposition  of  a  large  enough  ANS 
entitlement  obligation  to  insure  efficient 
market  distribution.  If  the  obligation 
were  set  too  low,  incentives  that 
encourage  the  most  efficient  marketing 
of  ANS  crude  oil  would  be  diminished, 
and  the  ultimate  cost  to  the  consumer 
would  be  increased. 

In  addition,  if  the  ANS  entitlement 
obligation  is  too  low,  the  benefits  of 
price-controlled  ANS  crude  oil  will  not 
be  equitably  distributed  to  all  refiners. 

In  that  case,  the  problem  that  we  sought 
to  correct  in  the  first  place  by  imposition 
of  an  ANS  upper  tier  entitlement 
obligation  could  reappear. 

On  the  other  hand,  if  the  ANS 
entitlement  obligation  is  too  high,  ANS 
upper  tier  crude  oil  will  be  more  costly 
than  alternative  high  sulfur  crudes.  The 
resulting  downward  pressure  on  ANS 
wellhead  prices  could  adversely  affect 
ANS  production. 

Second,  recent  changes  in  market  » 
conditions  have  had  the  effect  of 
reducing  the  amount  by  which  the  post¬ 
entitlement  cost  of  ANS  exceeds  that  of 
alternative  crudes.  On  August  1, 1980, 
posted  prices  of  many  exempt  crudes  in 
PADDS  I-IV  were  reduced  by  $1  per 
barrel.  These  crudes  account  for 
approximately  30  percent  of  all 
uncontrolled  crude  used  in  the  United 
States.  This  reduction  reduces  the 
national  average  cost  of  uncontrolled 
crudes,  and  the  entitlement  obligation 
derived  from  that  average,  by  about 
$0.30.  The  resulting  effect  on  controlled 
ANS  is  to  reduce  its  refiner  acquisition 
cost  by  the  same  amount. 

Furthermore,  although  official 
government  selling  prices  for  crude 
imports  have  not  changed  since  June  1, 
1980,  we  understand  that  the  spot 
market  prices  have  declined  and,  in 
some  cases,  now  may  be  below  the 
official  government  -selling  prices. 
Although  we  are  currently  unable  to 
quantify  this  reduction  in  spot  market 
prices,  it  would  have  the  effect  of 
reducing  the  average  cost  of 


uncontrolled  crudes,  decreasing  the 
entitlement  obligatiion  on  controlled 
ANS  by  a  corresponding  amount,  and 
reducing  its  refiner  acquisition  cost. 
However,  if  only  the  spot  market  prices 
of  high  sulfur  crude  imports  dropped  and 
they  are  a  measure  of  the  cost  of 
competitive  imports,  ANS  might  be 
further  disadvantaged. 

Finally,  refiners  with  access  to 
controlled  ANS  also  report  that  a 
substantial  portion  is  exchanged  for 
lower  sulfur,  higher  quality  crudes,  and 
that  the  exchange  differential  is 
included  in  the  cost  of  controlled  ANS 
reported  for  entitlement  purposes,  as 
required  by  the  regulations.  This 
increase  in  the  reported  cost  of 
controlled  ANS  reduces  the  entitlement 
obligation  and  lowers  the  post¬ 
entitlement  cost  of  controlled  ANS.  This 
reduces  any  disadvantage  between  the 
cost  of  controlled  ANS  and  alternative 
crudes.3 

III.  Proposed  Amendment 

Taking  into  account  all  of  the 
considerations  noted  previously,  we  are 
proposing  a  $2  reduction  in  the 
entitlement  obligation  imposed  on  each 
barrel  of  upper  tier  ANS  crude  oil. 

Under  the  proposal,  the  ANS  upper  tier 
entitlement  obligation  would  be 
calculated  in  effect  by  taking  the 
difference  between  refiners’  reported 
weighted  average  cost  per  barrel  for  all 
uncontrolled  oils  and  refiners’  reported 
weighted  average  cost  per  barrel  for 
ANS  upper  tier  crude  oil,  less  $2.  We 
believe  an  adjustment  of  this  magnitude 
may  be  sufficient  to  insure  the 
competitiveness  of  controlled  ANS  with 
comparable  crude  imports  on  the  Gulf 
Coast. 

We  have  initiated  the  rulemaking  at 
this  time  to  be  in  a  position  to  make  a 
timely  adjustment  to  the  ANS 
entitlement  obligation.  The  amount  of 
the  proposed  reduction  will  be  subject 
to  revision  based  on  the  comments  and 
data  compiled  in  this  proceeding,  more 
current  published  data  that  reflect  costs 
of  alternative  crude  oils,  and 
entitlements  data  that  is  available  at  the 
time  of  promulgation  of  a  final  rule. 

We  have  considered  calculating  an 
adjustment  each  month  by  using  the 
delivered  costs  of  controlled  ANS  and 

3  On  the  other  hand,  exchange  differentials 
included  in  the  cost  of  exempt  ANS  reported  by 
refiners  are  not  significant  for  purposes  of  our 
consideration  in  this  rulemaking,  because  the 
volume  of  exempt  ANS  is  small  compared  with  total 
volume  of  uncontrolled  oils  used  in  the  entitlement 
calculations. 
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the  comparable  imported  crudes.  Since 
the  appropriate  reference  point  is  the 
Gulf  Coast,  reporting  of  costs  and 
volumes  of  imports  and  ANS  delivered 
to  that  market  would  be  required.  We 
believe  that  reporting  of  such  data 
would  prove  cumbersome  and  require 
careful  selection  of  the  crude  shipments 
whose  prices  would  be  included. 
Therefore,  we  do  not  believe  that  the 
added  reporting  burden  makes  this 
approach  desirable. 

Alternatively,  a  fixed  adjustment 
established  in  this  proceeding  could  be 
used  until  such  time  as  market 
conditions  warranted  a  change. 

Inasmuch  as  the  entitlements  program 
will  end  when  the  President’s  authority 
to  control  crude  oil  prices  expires  on 
October  1, 1981,  we  believe  it  is  unlikely 
that  the  adjustment  would  need  to  be 
revised.  However,  we  request  comments 
concerning  whether  periodic  review  and 
revision  of  any  adjustment  that  may  be 
adopted  will  be  necessary.  Comments 
that  support  periodic  review  of  the  ANS 
entitlement  adjustment  should  address 
how  often  and  on  what  basis  the 
adjustment  should  be  revised. 

Comments  should  specifically  address 
what  pricing  data  should  be  relied  upon 
to  make  a  periodic  revision.  Although 
we  have  proposed  regulatory  language 
that  incorporates  the  concept  of  a 
periodic  revision  of  the  adjustment,  we 
have  not  specified  the  basis  upon  which 
a  periodic  revision  would  be  made.  If  we 
decide  to  incorporate  a  periodic  revision 
in  any  final  rule  that  we  may  adopt,  we 
will  propose  specific  regulatory 
language  and  seek  further  comments  on 
the  manner  of  implementation  and  basis 
for  such  a  provision. 

IV.  The  Economic  Impact  of  the 
Proposed  Reduction  in  the  ANS 
Entitlement  Obligation 

The  gradual  decontrol  of  crude  oil 
prices  reduces  the  amount  of  controlled 
ANS  crude  oil  each  month.  In  September 
1980  there  will  be  about  900,000  barrels 
per  day  (BPD)  of  ANS  crude  oil  that  will 
be  controlled  and  incur  the  entitlement 
obligation.  During  the  remaining  year  of 
the  entitlements  program,  an  average  of 
about  450,000  BPD  of  ANS  will  incur  and 
entitlement  obligation.  Total  crude  runs 
receiving  the  entitlement  runs  credit  will 
average  about  15  million  BPD. 

If  we  assume  a  $2.00  per  barrel 
reduction  in  the  ANS  entitlement 
obligation,  net  entitlement  payments  by 
refiners  of  controlled  ANS  would  be 
reduced  by  $1.94  per  barrel,  or  about 
$880,000  per  day.  Post-entitlement  costs 
of  all  other  crude  oils  would  be 
increased  by  about  $0.06  per  barrel  or 
0.14  cents  per  gallon.  For  the  remaining 
one  year  life  of  the  program,  costs  of 


controlled  ANS  crude  oil  would  be 
reduced  by  about  $320  million  and  net 
costs  of  all  other  crude  oils  participating 
in  the  entitlements  program  would  be 
increased  by  the  same  amount. 

The  $320  million  increase  in  refiner 
costs  of  all  other  crude  oils  and  the 
corresponding  reduction  in  the  cost  of 
controlled  ANS,  however,  probably  will 
not  benefit  refiners  of  ANS  by  lowering 
their  acquisition  cost  for  ANS.  Rather, 
adoption  of  the  proposed  rule  probably 
will  result  in  an  increase  in  wellhead 
prices  for  exempt  ANS  crude  oil  that 
have  been  depressed  because  of 
imposition  of  the  ANS  entitlement 
obligation  under  the  July  3  rule. 

If  the  entitlement  obligation  on 
controlled  ANS  is  reduced  under  this 
proposal,  sellers  of  ANS  probably  will 
be  able  to  raise  the  wellhead  price  of 
exempt  ANS  and  still  maintain  the 
composite  at  a  competitive  price.  The 
cost  to  the  refiner  of  the  ANS  composite 
mix  probably  will  not  be  affected  by  this 
proposal.  However,  the  total  ANS 
entitlement  obligation  probably  will  be 
reduced,  causing  a  reduction  m  the  runs 
credit  earned  by  all  refiners  and  an 
increase  in  costs  for  all  crudes.  Thus, 
overall  refiner  crude  cost  increases 
probably  will  be  matched  by  an  increase 
in  wellhead  prices  for  exempt  ANS 
crude  oil  and  the  revenues  realized  by 
ANS  producers,  subject  to  taxes  and 
distributions  to  interest  owners. 

V.  Comments  Requested 

Comments  are  specifically  requested 
on  the  following  matters: 

1.  Is  an  adjustment  needed? 

a.  Has  the  entitlement  program 
established  a  cost  for  upper  tier  ANS 
crude  oil  such  that  the  composite  cost  of 
controlled  and  uncontrolled  ANS  has 
exceeded  the  cost  of  alternative  high 
sulfur  crude  oils  and  given  buyers  an 
incentive  to  purchase  imports  instead  of 
ANS? 

b.  Is  the  use  of  the  official  government 
prices  of  competitive  oils  appropriate  for 
analyzing  the  current  entitlement 
treatment  of  upper  tier  ANS?  Would 
buyers  of  additional  imported  crude  oils 
as  alternatives  to  ANS  find  these  oils 
generally  available  at  these  official 
prices,  or  at  other  prices?  Should  the 
offical  prices  of  Saudi  Arabia  be 
excluded  from  the  prices  of  comparable 
crudes  used  as  a  basis  for  comparison? 

c.  What  are  the  most  recent  actual 
costs  of  comparable  imported  crudes  on 
the  Gulf  Coast?  What  volumes  were 
obtained  at  these  costs?  What  are  the 
most  recent  refiner  acquisition  costs  and 
volumes  for  upper  tier  and  uncontrolled 
ANS  crude  oil? 

d.  Has  downward  pressure  on  the 
composite  price  of  ANS  crude  oil 


developed  on  the  Gulf  Coast,  the  West 
Coast,  or  in  both  markets?  What  is  the 
magnitude  of  such  pressure? 

e.  We  request  comments  regarding 
changes  in  the  marketing  of  ANS  crude 
oil  that  may  have  occurred  since 
adoption  of  the  July  3  rule.  In  the 
absence  of  the  proposed  rule,  ANS 
producers  might  be  able  to  avoid  any 
downward  pressure  on  ANS  wellhead 
prices  by  changing  their  marketing 
strategy.  Fpr  instance,  producers  could 
seek  to  maximize  revenues  by  reducing 
sales  of  ANS  as  a  composite  mix  and 
increasing  sales  of  controlled  ANS  on 
the  West  Coast  and  exempt  ANS  on  the 
Gulf  Coast,  to  the  extent  they  are  not 
constrained  by  the  recently  amended 
supplier/purchaser  rule.  See  10  CFR 
211.63.  Producers  could  then  realize 
higher  wellhead  prices  in  sales  of  each 
tier  of  ANS.  If  producers  reacted  by 
marketing  ANS  this  way,  they  could 
minimize  downward  pressure  on  ANS 
wellhead  prices  and  reductions  in 
revenue  resulting  from  the  July  3  rule. 
Has  adoption  of  the  July  3  rule  caused 
any  such  changes  in  the  distribution  of 
ANS  crude  oil  between  the  West  Coast 
and  the  Gulf  Coast,  or  altered  the 
practice  of  trading  only  the  composite  of 
controlled  and  exempt  ANS? 

f.  Have  there  been  any  changes  in 
total  ANS  crude  oil  production  or 
shipments  as  a  result  of  the  July  3  rule? 

g.  Has  the  July  3  rule  affected 
California  crude  oil  prices? 

2.  Did  previously  low  ANS  crude  oil 
costs  contribute  to  low  prices  for  bunker 
fuel  and  asphalt  on  the  West  Coast,  and 
if  so,  have  these  prices  now  risen? 

3.  Does  phased  decontrol  of  crude  oil 
prices  affect  the  need  for  a  reduction  in 
the  entitlement  obligation  on  upper  tier 
ANS  crude  oil? 

4.  Is  a  fixed  adjustment  appropriate  or 
should  an  adjustment  be  subject  to 
periodic  revision  to  account  for  changed 
conditions?  On  what  basis  should  the 
adjustment  be  calculated?  If  the 
adjustment  should  be  periodically 
revised,  how  often  and  on  what  basis 
should  the  revision  be  made? 

5.  How  should  differentials  paid  or 
received  in  exchanges  of  ANS  for  other 
crudes  that  are  reflected  in  refiners’ 
costs  of  ANS  reported  for  entitlement 
purposes  be  treated  when  determining 
the  amount  of  a  reduction  in  the  ANS 
entitlement  obligation?  If  the  exchange 
differentials  should  be  taken  into 
consideration,  how  should  we  identify 
the  amount  of  the  exchange  differentials 
and  the  volumes  of  ANS  to  which  they 
apply? 
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VI.  Procedural  Requirements 

A.  Section  404  of  the  DOE  Act 

Pursuant  to  the  requirements  of 
Section  404(a)  of  the  Department  of 
Energy  Organization  Act  (DOE  Act),  we 
have  referred  this  proposed  rule  to  the 
Federal  Energy  Regulatory  Commission 
for  a  determination  whether  the 
proposed  rule  would  significantly  affect 
any  matter  within  the  Commission’s 
jurisdiction.  The  Commission  will  have 
until  the  close  of  the  public  comment 
period  to  make  this  determination. 

B.  Section  7  of  the  FEA  Act  and  NEPA 
Considerations 

Pursuant  to  Section  7(a)  of  the  Federal 
Energy  Administration  Act  of  1974  (15 
U.S.C.  787  et  seq.,  Pub.  L.  No.  93-275,  as 
amended),  the  requirements  of  which 
remain  in  effect  under  Section  501(a)  of 
the  DOE  Act,  the  delegate  of  the 
Secretary  of  Energy  shall,  before 
promulgating  proposed  rules, 
regulations,  or  policies  affecting  the 
quality  of  the  environment,  provide  a 
period  of  not  less  than  five  working  days 
during  which  the  Administrator  of  the 
Environmental  Protection  Agency  (EPA) 
may  provide  written  comments 
concerning  the  impact  of  such  rules, 
regulations,  or  policies  on  the  quality  of 
the  environment.  Such  comments  shall 
be  published  together  with  publication 
of  notice  of  the  proposed  action. 

A  copy  of  the  notice  was  sent  to  the 
EPA  Administrator.  The  Administrator 
indicated  that  he  does  not  foresee  these 
actions  having  an  unfavorable  impact  on 
the  qulaity  of  the  environment  as  related 
to  the  duties  and  responsibilities  of  the 
EPA. 

The  Assistant  Secretary  for 
Environment  has  determined,  after 
consultation  with  the  Office  of  the 
General  Counsel,  that  these 
amendments  would  not  significantly 
affect  the  quality  of  the  human 
environment  within  the  meaning  of  the 
National  Environmental  Policy  Act 
(NEPA,  42  U.S.C.  4321,  et  seq.). 
Therefore,  neither  an  environmental 
assessment  nor  an  environmental 
impact  statement  will  be  necessary. 

C.  Executive  Order  12044 

Executive  Order  No.  12044, 

“Improving  Government  Regulations” 

(43  FR 12661,  March  24, 1978)  and  DOE’s 
implementing  Order  2030.1,  “Procedures 
for  the  Development  and  Analysis  of 
Regulations,  Standards,  and  Guidelines” 
(44  FR  1032,  January  3, 1979),  require 
that  a  Regulatory  Analysis  be  prepared 
that  examines  the  impacts  of  the 
proposal  set  forth  above.  In  this  Notice, 
we  have  analyzed  the  potential  cost 
disadvantage  placed  on  controlled  ANS 


crude  oil  under  the  present  rule  and  the 
effects  that  a  reduction  in  the  ANS 
entitlement  obligation  would  have  on 
the  entitlement  benefits  and  burdens  on 
controlled  ANS  and  all  other  crudes.  A 
Regulatory  Analysis,  dated  July  1, 1980, 
was  prepared  as  part  of  the  recent  ANS 
rulemaking  which  resulted  in  the 
imposition  of  an  entitlement  obligation 
on  ANS  upper  tier  crude  oil.  That 
Regulatory  analysis,  supplemented  by 
the  analysis  of  economic  impacts  of  this 
proposed  rule  in  this  notice,  satisfies  the 
requirements  of  the  Executive  Order  and 
the  DOE  Order.  Copies  of  the  July  1, 

1980  Regulatory  Analysis  are  available 
to  the  public  in  Room  B-110  of  the 
Economic  Regulatory  Administration, 
2000  M  Street,  NW.,  Washington,  D.C. 
20461.  Copies  may  be  picked  up  in 
person  between  the  hours  of  8:00  a.m. 
and  4:30  p.m.,  Monday  through  Friday. 
Copies  will  also  be  mailed  to  interested 
parties  upon  request  to  the  Office  of 
Public  Information  at  the  above  address. 

You  are  invited  to  submit  comments 
on  the  Regulatory  Analysis  and  the 
analysis  set  forth  in  this  Notice  at  the 
same  time  you  submit  comments  on  the 
proposed  rule.  All  comments  will  be 
taken  into  account  before  the 
preparation  of  any  final  rule  that  may  be 
adopted. 

VIII.  Written  Comments  and  Public 
Hearings  Procedure 

A.  Written  Comments 

You  are  invited  to  participate  in  this 
proceeding  by  submitting  data,  views,  or 
arguments  with  respect  to  the  matters 
set  forth  in  this  notice.  All  comments 
should  be  submitted  by  4:30  p.m.,  e.s.t., 
on  the  date  set  forth  in  the  “Dates” 
section  of  this  notice.  Comments  should 
be  submitted  to  the  appropriate  address 
indicated  in  the  “Addresses”  section  of 
this  preamble  and  should  be  identified 
on  the  outside  envelope  and  on 
documents  submitted  with  the 
designation  “Alaska  North  Slope  Crude 
Oil  Entitlement  Adjustment,"  Docket 
No.  ERA-R-80-09A.  Ten  copies  should 
be  submitted.  All  comments  received  by 
th  ERA  will  be  available  for  public 
inspection  in  the  DOE  Freedom  of 
Information  Office,  Room  5B180, 
Forrestal  Building,  1000  Independence 
Avenue,  S.W.,  Washington,  D.C.,  and  in 
the  ERA  Office  of  Public  Information, 
Room  B-110,  2000  M  Street.  NW., 
Washington,  D.C.,  between  the  hours  of 
8:00  a.m.  and  4:30  p.m.,  Monday  through 
Friday. 

Any  information  or  data  submitted 
which  you  consider  to  be  confidential 
must  be  so  identified  and  submitted  in 
writing,  one  copy  only.  We  reserve  the 
right  to  determine  the  confidential  status 


of  the  information  or  data  and  to  treat  it 
according  to  our  determination. 

B.  Public  Hearing 

1.  Procedure  for  request  to  make  oral 
presentation.  The  time  and  place  for  the 
hearing  is  indicated  in  the  “Dates”  and 
“Addresses”  sections  of  this  preamble. 

If  necessary  to  present  all  testimony,  the 
hearing  will  resume  at  9:30  a.m.  on  the 
next  business  day  following  the 
scheduled  date  of  the  hearing. 

You  may  make  a  written  request  for 
an  opportunity  to  make  an  oral 
presentation  at  the  hearing.  The 
requests  should  contain  a  telephone 
number  where  you  may  be  contacted 
during  the  day  before  the  hearing. 

If  you  are  selected  to  be  heard  at  the 
hearing,  we  will  notify  you  before  4:30 
p.m.,  October  6, 1980.  You  will  be 
required  to  submit  100  copies  of  your 
statement  to  Room  B-210,  2000  M  Street, 
NW.,  Washington,  D.C.  20461,  by  4:30 
p.m.,  October  8, 1980. 

2.  Conduct  of  the  Hearing.  We  reserve 
the  right  to  select  the  persons  to  be 
heard  at  the  hearing,  to  schedule  their 
respective  presentations,  and  to 
establish  the  procedures  governing  the 
conduct  of  the  hearing.  The  length  of 
each  presentation  may  be  limited,  based 
upon  the  number  of  persons  requesting 
to  be  heard. 

An  ERA  official  will  be  designated  to 
preside  at  the  hearing.  This  will  not  be  a 
judicial  or  evidentiary  type  hearing. 
Questions  may  be  asked  only  by  those 
conducting  the  hearing.  At  the 
conclusion  of  all  initial  oral  statements, 
each  person  who  has  made  an  oral 
statement  will  be  given  the  opportunity, 
if  he  or  she  so  desires,  to  make  a 
rebuttal  statement.  The  rebuttal 
statements  will  be  given  in  the  order  in 
which  the  initial  statements  have  been 
made  and  will  be  subject  to  time 
limitations. 

You  may  also  submit  questions,  to  be 
asked  by  the  presiding  officer  of  any 
person  making  a  statement  at  the 
hearing,  to  the  addresses  indicated 
above  for  requests  to  speak  before  4:30 
p.m.  on  the  day  before  the  hearing.  If 
you  wish  to  ask  a  question  at  the 
hearing,  you  may  submit  the  question,  in 
writing,  to  the  presiding  officer.  The 
ERA  or  if  the  question  is  submitted  at 
the  hearing,  the  presiding  officer  will 
determine  whether  the  question  is 
relevant,  and  whether  time  limitations 
permit  it  to  be  presented  for  answer. 

Any  further  procedural  rules  needed 
for  the  proper  conduct  of  the  hearing 
will  be  announced  by  the  presiding 
officer. 

A  transcript  of  the  hearing  will  be 
made.  The  entire  record  of  the  hearing, 
including  the  transcript,  will  be  retained 
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by  the  ERA  and  made  available  for 
inspection  in  the  DOE  Freedom  of 
Information  Office,  Room  5B-180, 
Forrestal  Building,  1000  Independence 
Avenue,  SW„  Washington,  D.C.,  and  in 
the  ERA  Office  of  Public  Information, 
Room  B-110,  2000  M  Street,  NW„ 
Washington,  D.C,,  between  the  hours  of 
8:00  a.m.  and  4:30  p.m.,  Monday  through 
Friday.  You  may  purchase  a  copy  of  the 
transcript  from  the  reporter. 

(Emergency  Petroleum  Allocation  Act  of  1973, 
(15  U.S.C.  751  et  seq.,)  Pub.  L.  93-159,  as 
amended,  Pub.  L.  93-511,  Pub.  L.  94-99,  Pub. 

L.  94-133,  Pub.  L.  94-163,  and  Pub.  L.  94-385; 
Federal  Energy  Administration  Act  of  1974, 
(15  US.C.  787  et  seq.),  Pub.  L.  93-275,  as 
amended,  Pub.  L.  94-332,  Pub.  L.  94-385,  Pub. 
L.  95-70,  and  Pub.  L  95-91;  Energy  Policy  and 
Conservation  Act,  42  U.S.C.  6201  et  seq.,  Pub. 
L.  94-163,  as  amended,  Pub.  L.  94-385,  Pub.  L. 
95-70,  Pub.  L  95-619,  and  Pub.  L.  96-30; 
Department  of  Energy  Organization  Act,  (42 
U.S.C  7101  et  seq.,  Pub.  L.  95-91,  Pub.  L.  95- 
509,  Pub.  L.  95-619,  Pub.  L.  95-620,  and  Pub.  L. 
95-621;  E.0. 11790,  39  FR  23185;  E.0. 12009, 42 
FR  46267) 

In  consideration  of  the  foregoing.  Part 
211  of  Chapter  II,  Title  10  of  the  Code  of 
Federal  Regulations,  is  proposed  to  be 
amended  as  set  forth  below. 

Issued  in  Washington,  D.C.,  September  8, 
1980. 


less  such  weighted  average  cost  per 
barrel  to  refiners  of  upper  tier  crude  oil 
(except  ANS  upper  tier  crude  oil),  and 
the  denominator  of  which  is  the 
entitlement  price  for  that  month;  (iii) 
each  barrel  of  ANS  upper  tier  crude  oil 
shall  constitute  that  fraction  of  a  barrel 
of  deemed  old  oil  the  numerator  of 
which  is  equal  to  the  reported  weighted 
average  cost  per  barrel  to  refiners  of 
imported  crude  oil,  stripper  well  crude 
oil  (as  defined  in  Part  212  of  this 
chapter),  incremental  tertiary  crude  oil 
(as  determined  pursuant  to  §  212.78), 
tertiary  incentive  crude  oil  (as 
determined  pursuant  to  §  212.78),  and 
other  domestic  crude  oils  the  first  sale  of 
which  is  exempt  from  the  provisions  of 
Part  212  of  this  chapter  for  that  month, 
less  the  sum  of  the  weighted  average 
cost  per  barrel  to  refiners  of  ANS  upper 
tier  crude  oil  and  $2.00  (subject  to 
adjustment  based  on  more  current  data 
available  at  the  time  of  promulgation  of 
a  final  rule),  and  the  denominator  of 
which  is  the  entitlement  price  for  that 

month.  (Beginning - ,  the  fixed 

dollar  per  barrel  adjustment  to  the 
weighted  average  cost  per  barrel  to 
refiners  of  ANS  upper  tier  crude  oil  shall 
be  revised  by  DOE  every  —  months  on 
the  basis  of - .) 


Hazel  R.  Rollins, 

Administrator,  Economic  Regulatory 
Administration, 


*  *  *  *  * 

(FR  Doc.  80-28442  FHed  9-12-80;  8:45  amj 
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10  CFR  Part  211  is  amended  as 
follows:  1.  Section  211.67  is  amended  by 
revising  subparagraph  (2)  of  paragraph 
(b)  to  read  as  follows: 


§  21 1.6?  Allocation  of  domestic  crude  oil. 

*  *  *  *  * 

(b)  Required  purchase  of  entitlements 
by  refiners.  *  *  * 

(2)  The  number  of  barrels  of  deemed 
old  oil  included  in  a  refiner’s  adjusted 
crude  oil  receipts  for  purposes  of  the 
definition  of  the  national  domestic  crude 
oil  supply  ratio  in  §  211.62,  paragraph 
(b)(1)  of  this  section,  and  paragraph  (c) 
of  this  section  shall  be  calculated  as 
follows:  (i)  Each  barrel  of  old  oil  shall  be 
equal  to  one  barrel  or  deemed  old  oil; 

(ii)  each  barrel  of  upper  tier  crude  oil 
(except  ANS  upper  tier  crude  oil)  shall 
constitute  that  fraction  of  a  barrel  of 
deemed  old  oil,  the  numerator  of  which 
is  equal  to  the  reported  weighted 
average  cost  per  barrel  to  refiners  of 
imported  crude  oil,  stripper  well  crude 
oil  (as  defined  in  Part  212  of  this 
chapter),  incremental  tertiary  crude  oil 
(as  determined  pursuant  to  §  212.78), 
tertiary  incentive  crude  oil  (as 
determined  pursuant  to  §  212.78),  and 
other  domestic  crude  oils  the  first  sale  of 
which  is  exempt  from  the  provisions  of 
Part  212  of  this  chapter  for  that  month, 


